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NORWAY -— KEY ECONOMIC INDICATORS 


Unless noted, annual values in millions of U.S. dollars converted at 
1983 average exchange rate of $1.00 = NOK 7.30. End of period data 
converted at exchange rate prevailing on that date. 


INCOME, PRODUCTION, EMPLOYMENT 


% CHANGE % CHANGE 
from 1982 from 1983 
GNP Current Prices 10.5 8.8 
GNP Constant (1983) Prices 55,037 3.2 5.2 
Per Capita GNP, Current Prices 13% 322 10.2 8.5 
(U.S.$) 
Gross Fixed Capital Formation 13,792 9.9 10.9 
(1983 Prices) 
Private Consumption (1983 Prices) 26 , 367 1.0 
Indices: 
Manufacturing Production 
Excluding Oil and Gas (1975=100) 108. 
Average Industrial Wage (1979=100) 146 
Oil and Gas Production 
Million Tons of Oil Equivalents 56. 
Labor Force (Thousands) i Fae 
Unemployment Rate (Percent) oe 
Registered Unemployment 63,541 
Population (Thousands) 4,134 


MONEY AND PRICES 


Money Supply (M2 as of 12/3) 
Commercial Overdraft Rate 
(4th Quarter) 
Consumer Prices (1979=100) 
Wholesale Prices (1981=100) 
Average Exchange Rate, NOK per U.S.$ 


BALANCE OF PAYMENTS AND TRADE 


Net Gold and Foreign Exchange 
Reserves (12/31) 
External Central Government 
Debt (12/31) 
Balance of Payments, Current Account 
Balance of Goods and Services 
Exports, FOB 
% to U.S. 
Imports, CIF 
% from U.S. 


N/A -- Not applicable or not available 
Sources: Central Bureau of Statistics, 
Bank of Norway, Ministry of Finance 
Embassy Estimates 





The Norwegian economy is climbing out of a business cycle trough 
after more than two years of low or no growth. Increasing demand 
for Norway's traditional export products, higher petroleum 
production and petroleum-related investments, and a moderate rise in 
consumer demand led the turnaround. Prospects for 1984 are for 
continued moderate growth at, or slightly above, last year's 3.2 
percent. Manufacturing has recovered gradually since early 1983, 
but employment in manufacturing (particularly in industries 
supplying products competing with imports) continues to contract. 
Strong revival of the domestic stock market, including new share 
issues, has strengthened the equity position of many companies. 
Coupled with hefty 1983 profits, this could lead to onshore 
investment growth. Norway's international competitiveness is still 
a problem, but prices are beginning to approach those of its trading 
partners, and the basic 1984/85 wage negotiations now in progress 
could lead to relatively moderate settlements. Registered 
unemployment continues low by international standards, less than 
four percent, but is high for Norway and worrisome. The domestic 
credit market is slowly being deregulated. Demand for credit, 
however, continues high, and a significant fall in interest rates 
does not appear imminent. Prospects for Norwegian manufacturing in 
the medium-term appear to hinge on further expansion in high-tech 
industries and on import-competing industries recapturing their 
market at home and abroad. Significant growth in traditional export 
industries (metals, pulp and paper) appears unlikely, primarily due 
to production capacity limitations. Fish farming--a comparatively 
new development--has the potential for significant expansion. In 
spite of the high dollar value, which reduces the sales potential of 
many goods, Norwegian offshore and mainland industries continue to 
offer markets for a wide varity of U.S. high-tech products. 


MAIN IMPORTS FROM THE UNITED STATES JUNE-DECEMBER 1982 AND 1983 


(IN MILLIONS OF DOLLARS, CONVERTED) 
AT 1.00 DOLLAR = NOK 6.89 [1982]; NOK 7.45 [1983] 


JUNE -— DECEMBER 

1982 1983 
OFFICE MACHINERY, INCL. DATA 
PROCESSING EQUIPMENT 
SOYBEANS 
INDUSTRIAL MACHINERY 
SCIENTIFIC AND TECH. INSTRUMENTS 
PETROLEUM 
FRUIT AND VEGETABLES 


71. 
49. 
46. 
22. 
16. 
13. 
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I. CURRENT SITUATION AND ECONOMIC TRENDS 


ECONOMY CLIMBING OUT OF THE BUSINESS CYCLE TROUGH 


The Norwegian economy is climbing out of a business cycle trough, 
following more than two years of low or no growth. The upturn, 
which started in the beginning of 1983, gained momentum slowly last 
year. Gross national product (GNP) for the “mainland economy" 
(excluding oil and shipping) increased 1.6 percent in 1983, compared 
with 0.9 the year before. Including oil and shipping, GNP rose 3.2 
percent. Growing foreign demand for Norway's traditional export 
products (metals, chemicals, fish, pulp and paper); increased 
production of petroleum and higher petroleum related investments; 
and a moderate rise in consumer demand led to the turnaround. 


Prospects for 1984 are for continued moderate growth at or slightly 
above last year's 3.2 percent. Exports of traditional products are 
likely to increase at a slower pace, partly due to production 
capacity limitations. Offshore production and investments will 
continue as major growth elements, and 1983's profits could lead to 
increased investments in manufacturing. Domestic consumption is 
expected to grow moderately. Low inventory levels in manufacturing 
and by wholesalers will boost imports of raw materials and 
semi-finished products. 


MANUFACTURING ON UPWARD TREND 


Manufacturing has recovered gradually since the spring of 1983, 
primarily due to highers exports of “traditional” products (metals, 
chemicals, fish, pulp and paper). Production of investment goods and 
consumer products which compete on the domestic market with 
imports--both in the doldrums the last couple of years--also picked 
up late in the year, but in the aggregate, manufacturing declined 
about one percent. According to the most recent official estimate, 
output will be up about 3 percent in 1984 (from 1-1.5 percent 
projected earlier this year). With moderately weak demand expected 
in private and public consumption and low housing starts, sustained 
growth in manufacturing would have to come from even higher 
traditional exports or through recapturing some of the lost markets 
in import competing industries. Neither prospect is promising. 


Capital, energy costs and raw materials costs predominate in the 
traditional export industries, but labor is the major cost element 
for the import competing industries. By some estimates, labor costs 
in Norwegian manufacturing today are only exceeded by those in the 
U.S. (taking into account the current high U.S. dollar rate). Import 
competing industries have lost their market share steadily for more 
than a decade. They are slow to change over to new products, partly 
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due to low profitability, and this has limited their opportunity to 
exploit higher demand. Many well-established firms in this category 
have reduced or discontinued producing their original lines in recent 
years to become distributors of imports. 


Offshore oil and gas production was some 16 percent higher in the 
first quarter of 1984 than one year earlier. The current official 
estimate of nearly unchanged petroleum production from last year is 
probably conservative; the total will probably be over 60 MTOE in 
1984. 


INVESTMENTS ALSO PICKING UP 


Investments in manufacturing, which fell 20 percent in 1983, are 
climbing again, reflecting improved profits, increased capital and a 
more optimistic outlook. According to a February survey of 
investment plans, capital spending in manufacturing will rise 13 
percent in 1984. Investments are projected to increase 32 percent in 
metals and 52 percent in the pulp and paper and graphics industries. 


Housebuilding declined sharply in 1983, and new housing starts in the 
first quarter of 1984 were down another 30 percent on an annual 
basis. High interest rates, reduced subsidies for low income 
housing, and near-market saturation (an average of 2.6 persons per 
dwelling unit today) indicate that the Norwegian housing market may 
fall permanently to lower levels than the average of 35,000-40,000 
units completed annually over the last decade. One major supplier of 


building material has estimated future completions at about 25,000 
units per year. 


Total investments in offshore oil production and pipeline transport 
increased sharply in 1983, accounting for 20 percent of total capital 
spending. For 1984, offshore investments are projected to nearly 
double, to 3.3 billion dollars. This figure is inflated, however, 
because the nearly-two billion dollar Statfjord C Platform will be 
registered as an investment when towed out to the production site. A 
number of new offshore contracts will be concluded in 1984/85, but 
reported offshore investments in 1985 are projected to drop to 2 
billion dollars. Much of the new business will be reflected in 
statistics in upon completion subsequent years. 


PRICES EDGE TOWARD TRADING PARTNERS* PRICE LEVELS 


The consumer price index (CPI) increased by 8.4 percent in 1983, or 
slightly above the average for other European OECD members. 
Government administered prices, including farm prices, excise taxes 
and subsidies, accounted for 3.7 percentage points; import prices for 
1.9 percentage points; and increased margins for 1.1 percentage point 
of the 1983 rise. Higher wages--a major element in price increases 
in preceding years--only contributed to 1.8 percentage points of the 
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increase, reflecting the moderate 1983 round of labor/management 
discussions. The 1984/85 basic wage negotiations--now in 
progress--are more significant. Settlements have been concluded for 
most major industries. Including overhang (wage increases obtained 
last year, but having fuli effect in 1984), and projected wage drift 
(individual company settlements), wages in industry and trade are 
expected to rise by about six percent in 1984. 


According to one major bank survey, preliminary data indicate that 
productivity increased 5.7 percent in manufacturing in 1983. This 
would mean that Norway's competitive position improved by four 
percent, or double the officially projected estimate. 


If the average wage increase for the year is held to six percent, 
prices are projected to rise between six to seven percent in the 
course of 1984. Underlying indices, however, such as the wholesale 


price index and the producer price index, already show a somewhat 
lower rate. 


THE LABOR MARKET 


Preliminary indications are that total employment increased in 1983, 
but a growing youth labor supply and more job-seeking married women 
led to higher unemployment. An average of 63,500 persons, or 3.7 
percent of the labor force, were registered jobless in 1983--53.5 
percent more than in 1982. By the end of April 1984, registered 
unemployment was 69,000, or four percent of the labor force. 
Extraordinary employment measures, such as extended schooling and 
vocational training, probably kept another 100,000 persons off the 
unemployment rolls. Demand for labor in manufacturing has shrunk 
every year since 1974, when it totalled 400,000. In 1983 alone, 
15,000 jobs became redundant, 8,000 of which were in domestic 
industries competing with imports. Average employment in 
manufacturing was 340,000 in 1983, and further reductions are likely 
in the next few years. 


STRONG REVIVAL OF THE DOMESTIC STOCK MARKET 


Except for a brief flash in the early 1970s related to the 
establishment of domestic oil companies, trading in the Norwegian 
stock market was sluggish and limited to a rather narrow group of 
individuals, companies and institutional investors until 1983. 
Reportedly led by foreign investors noting low price/earnings ratios, 
demand for a wide variety of industrial, shipping and bank shares 
increased sharply through 1983 and into 1984. Turnover on the Oslo 
Stock Exchange rose fourfold, to 960 million dollars in 1983; by 
another 800 million dollars during the first four months of 1984. 
Stock prices rose an average of 122 percent for industrials; 84 
percent for shipping; 77 for oil companies; 41 percent for banks and 
52 percent for insurance shares in 1983. Many companies exploited 
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this renewed interest to strengthen their equity positions. New 
share issues totalled more than 550 million dollars in 1983, and in 
the first three months of 1984, Norwegian industry has sold or 
announced new issues to the tune of 133 million dollars. 


Depressed share prices at the end of 1982; some new tax advantages; 
increased access for foreign investors and increased profits helped 
sustain the bullish market. At the end of 1983, price/earnings 
ratios were still relatively low, but heavy trading may indicate that 
some investors have begun to unload. 


CAUTIOUS DEREGULATION OF THE CREDIT MARKET 


Suspension of direct regulation of commercial and savings bank credit 
extension limits at the end of last year led to an explosive increase 
in lending. Bank loans rose 800 million dollars in January alone, 
more than one-third of the officially-set limit for all of 1984. 

Much of the growth, however, resulted from banks taking over loans 
from the so-called grey market (non-bank credit institutions). Even 
so, demand for credit continues to be strong and a significant fall 
in interest rates due to market forces does not appear imminent. The 
government does not appear to be inclined to push hard to lower 
interest rates at present, although in response to pressure it has 
engaged in some “jawboning”, which resulted in commercial rates 
falling one-half of one percent in May. 


The Bank of Norway has proposed further liberalization measures. It 
would like to see the government repeal the regulations on credit 
associations’ guarantees and bond sales to finance industry and 
trade. In addition, the bank would do away with the requirement that 
life insurance companies and private and municipal pension funds keep 
a certain share of their assets in bonds; government bonds are now 
offered at terms attractive enough to be absorbed by the market. It 
is expected that banks will be substantially relieved of their bond 
purchase obligations. 


The government's decision to seek Storting (parliamentiary) approval 
to permit foreign banks to offer regular banking services in Norway 
will probably lead to a limited number of U.S. and European banks 
establishing full banking operations in Norway in early 1985. 


MEDIUM-TERM PROSPECTS FOR NORWEGIAN INDUSTRY 


The advent of offshore oil and gas wealth did not occur without 
disruptive effects. Successive governments maintained 
countercyclical policies during the international recessions of the 
1970's, banking on oil to maintain employment and provide liberal 
social services. Generous wage and other income settlements helped 
push production costs to among the highest in the world. While these 
expansionary policies have moderated, the effects remain. 
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Manufacturing will have to supply new job opportunities for a 
sizeable part of the labor force. The labor supply market is 
estimated to grow by some 250,000 persons over the decade of the 
1980s; roughly 50,000 had been absorbed by the end of 1983. 
Services, including tourism, engineering, banking and finance are 
likely to continue their growth and ability to absorb some of the 
increased manpower. Employment in shipping and in the extractive 
industries (farming, traditional fisheries, mining), however, is 
likely to shrink further. 


Sizeable expansion in traditional export industries, such as metals 
and pulp and paper, is unlikely due to capacity limitations (lack of 
raw materials and electric power). The outlook for import competing 
industries is not particularly bright either. Past reductions in 
production and employment did not result from high costs only; a 
failure to offer the right products in the right markets at the right 
time also played an important role. 


If Norway continues as a high labor cost country--likely, given the 
well-entrenched social welfare system and oil wealth to pay for 
it--growth in manufacturing of any consequence will have to center in 
high-tech industries. The best prospect for expansion appears to be 
in electronics, including data processing equipment. Production of 
peripheral equipment for data processing has already experienced 
exceptional growth the last few years. 


Fish farming--a comparatively new industry--has the potential for 
significant growth. Norway's 36,000 mile coastline offers nearly 


endless opportunities for fish, shellfish and seaweed farming. Fish 
farming of salmon, for example, has become a major export earner in 
the period of a few years(23,000 metric tons, about $100 million in 
exports in 1983), and capacity is increasing at a near-50 percent 
annual rate. 


PETROLEUM AND OTHER RAW MATERIALS BOOST TRADE BALANCE 


Exports have been recovering since early 1983. However, the growth 
has been limited to oil and gas and other raw materials and 
semi-finished products. Exports of finished goods have remained 
constant. From 1982 to 1983, aluminum; ferrosilicon; fish and fish 
products; chemicals; ores; metal scrap and electric power showed 
particularly strong export volume growth, and chemicals and a number 
of metals enjoyed substantial price increases. 


Seasonally adjusted data for non-petroleum exports in 
December-February showed little change compared with the preceding 
three month period, indicating that volume growth may be flattening 
out. Production capacity in several raw materials and semi-finished 
product industries is now nearly fully utilized (aluminun, 
ferroalloys). 
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The volume of “traditional” imports (excluding ships and offshore oil 
platforms) decreased in early 1983 and rose only slowly the rest of 
the year. On an annual basis, import volume fell 4.5 percent from 
1982 to 1983. The expected continued growth of the Norwegian economy 
and relatively low inventory levels at present should boost imports 
this year, particularly of raw materials and semi-finished products. 


In January-March, imports were up 13 percent over the first quarter 
of 1983. 


Norway enjoyed an overall balance of trade surplus in 1983 of 4.5 
billion dollars (excluding petroleum and ships, a 4.2 billion dollar 
deficit). Shipping services contributed 1.4 billion dollars to the 
1983 balance of payments, which showed a record 2.2 billion dollar 
surplus. The government has predicted a similar surplus for 1984, 
but judging by January 1984, it could well end up even higher. 


II. IMPLICATIONS FOR THE UNITED STATES 


The United States ranked fourth (after Sweden, FRG and UK) among 
Norway's suppliers in 1983. Imports from the U.S. totalled 1.2 
billion dollars (by Norwegian statistics), a reduction of 1.6 
percent, due mainly to the strong dollar. 


Even with ever-increasing local expertise, Norway's offshore oil and 
gas industry needs the best in U.S. technology, goods and services to 
cope with difficult conditions. In spite of occasionally ambiguous 
“buy Norwegian" sentiment, the U.S. can retain and expand its market 
position, either via direct sales or through licensing agreements 
with local firms. At the same time, the Embassy has noted increased 
interest on the part of Norwegian firms in licensing or direct 
investment in the U.S., in several sectors. 


There is widespread recognition by government, business and labor 
that Norway must intensify its efforts to increase productivity and 
minimize costs if it is to improve the competitiveness of its 
traditional export industries. Some U.S. goods can aid in this drive 
for efficiency, and product areas that look bright for U.S. firms 
include: excavation and drilling equipment; industrial controls; 
computers and peripherals; analytical and scientific instruments; 
communications equipment; and electronic components. The U.S. should 
also maintain its dominant role as a supplier of civil aircraft. 


The current high value of the dollar limits the sales potential of 
American consumer goods and products readily available elsewhere, but 
U.S. exporters taking the long view will still find interest among 
Norwegian importers and agents. 


In the agricultural sector, the United States is a significant 
trading partner for Norway: 18 percent of its agricultural imports 
and 9 percent of its agricultural exports are with the United 
States. Soybeans are the main import commodity (85 million dollars 
from the U.S. last year), accounting for more than half of total 
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agricultural imports from the U.S. The most important agricultural 
export to the United States is cheese (the U.S. accounts for about 
two-thirds of Norway's cheese exports). Despite Norwegian policies 
to protect the small farm population, there is reasonably a good 
market for U.S. agricultural products, although increasing Norwegian 
grain production makes Norway less dependent on the import of feed 
grains. 


The American Embassy in Oslo is well equipped to assist American 
business visitors. Working closely with the U.S. Department of 
Commerce and its 42 district offices, or through the Department of 
State and other Washington agencies, the Embassy supplies much basic 
information to the U.S. business community. Through excellent 
in-house facilities, the Embassy can provide a convenient forum to 
introduce new products and services to this small but affluent 
market. In August 1984, the U.S. Government will once again 
participate in “Offshore Northern Seas" in Stavanger. This event 
offers an excellent introduction to Norway's offshore oil and gas 
industry. The Embassy, the nearest U.S. Department of Commerce 
District Office, or the Commerce Department desk officer for Norway 
(telephone 202-377-4414) can supply additional information. 
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